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PROCEEDLRDINGS
(9:31 a.m.)

CHATIRMAN OMAS: Good morning. Today we
continue hearings to receive the testimony of Postal
Service witnesses in support of Docket No. R2006-1,
Request for Rate and Fee Changes.

I have a procedural matter. This primarily
is addressed to the Postal Service counsel. There
have been a significant number cf discovery responses
that have been revised at the last minute. We
appreciate your efforts to assure that responses are
accurate on the day they are entered into evidence.
However, please when a revised answer 1is filed include
the word Revised and the date of the revision on each
of the answers. Thank you very much.

Does anyone have a procedural matter to
discuss before we continue today?

{No response.)

CHAIRMAN OMAS: Four witnesses are scheduled
to appear today. They are Witness Nieto, Bradley,
Mayes and Kiefer.

Ms. Portonovo, would you please identify our
first witness?

MS. PORTONOQOVO: Thank you, Mr. Chairman.

The Postal Service calls Norma B. Nieto to the stand.

Heritage Reporting Corporation
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CHAIRMAN OMAS: Would you please stand, Ms.
Nieto? Would you raise your richt hang?
Whereupon,
NCRMA B. NIETO
having been duly sworn, was called as a
witness and was examined and testified as follows:
CHAIRMAN OMAS: Please be seated.
(The document referred to was
marked for identification as
Exhibit No. USPS-T-21.)
DIRECT EXAMINATION
BY MS. PORTONOVO
o] Ms. Nieto, in front of you you should nave
two copies of a document --
CHAIRMAN OMAS: I think you need to speak a
little louder, please.
MS. PORTONOVO: Sorry. Can you hear me now?
CHAIRMAN OMAS: Yes.
MS. PORTONOVO: Thank you.
BY MS. PORTONOVO
Q Ms. Nieto, in front of you you should have
two copies of a document entitled Direct Testimony of
Norma B. Nieto on Behalf of the United States Postal
Service marked as USPS-T-24.
Were the contents of these documents

Heritage Reporting Corporation
(202) 628-4888
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prepared by you or under your direct supervision?

A Yes.

Q If the contents were given as oral testimony
today, would they be the same?

A Yes.

Q And do you have any library references

associated with this testimony?

A Yes, I do.

Q And would they be USPS-LR-L-78 and 797

A Yeg. There’s one additicnal library
reference.

MS. PORTONCVO: That’'s ckay.

Mr. Chairman, I think we’ll now hand two
copies of the testimony to the repcrter and ask that
they and the asscciated library references be entered
intc evidence.

CHAIRMAN OMAS: Is there any objection?

(No response.)

CHAIRMAN OMAS: Hearing none, I will direct
counsel to provide the reporter with two copies of the
corrected direct testimony of Norma B. Nieto.

That testimony is received into evidence.
However, as is our practice, it will not be
transcribed.

//

Heritage Reporting Corporation
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{The document referred to,
previously identified as
Exhibit No. USPS-T-24, was
received 1in evidence.)

CHAIRMAN CMAS: Ms. Nieto, have you had an
opportunity to examine the packet of designated
written cross-examination that was made available to
you in the hearing room this morning?

THE WITNESS: Yes, I have.

CHATRMAN OMAS: If the questions contained
in that packet were posed to you orally today, would
your answers be the same as those you provided to us
previously in writing?

THE WITNESS: Yes, they would be.

CHAIRMAN OMAS: Are there any corrections or
additions you would like to make to those answers?

THE WITNESS: No.

CHAIRMAN OMAS: Counsel, would you please
provide two copies of the corrected designated written
cross-examination of Witness Nieto to the reporter?

That material is received into evidence and
is to be transcribed into the record.

//
//
//
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(The document referred to was
marked for identification as
Exhibit No. USPS-T-24 and was

received in evidence.)
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INTERROGATORY RESPONSES OF
UNITED STATES POSTAL SERVICE
WITNESS NORMA B. NIETO (T-24)

DESIGNATED AS WRITTEN CROSS-EXAMINATION

Interrogatory Designating Parties
OCA/USPS-T24-1 OCA
OCA/USPS-T24-2 OCA
OCA/JSPS-T24-3 OCA
OCA/USPS-T24-4 OCA
OCA/SPS-T24-5 OCA
OCA/USPS-T24-6 ' OCA
OCAJUSPS-T24-7 OCA
OCA/USPS-T24-8 QOCA
OCA/USPS-T24-9 OCA
OCA/USPS-T24-10 OCA
OCA/UJSPS-T24-11 OCA

OCAJUSPS-T24-12 OCA



Response of Postal Service Witness Norma B. Nieto
To interrogatories Posed by OCA

OCA/USPS-T24-1. This interrogatory requests information on the selection of
sites for the collection of data as outlined in Library Reference USPS-LR-L-78.

{a)
(b)
{c)

Please provide the analysis substantiating the selection of $537,786 for
stratification purposes between large and small sites.

Please provide the total number of large sites from the 15,096 post offices
with the POS-ONE system.

Please provide the total number of small sites from the 15,096 post offices
with the POS-ONE system.

Please provide the mean and standard deviation for totai revenue in 2005
for large sites.

Please provide the mean and standard deviation for total revenue in 2005
for small sites.

Please provide the mean and standard deviation for POS-ONE sites in
2005.

Please provide the analysis substantiating the selection of 27 sites rather
than some other number of sites for dala collection purposes.

Please provide the analysis substantialing the decision to collect data from
two large and one small site, rather than some other proportion and
number of sites.

Response:

a.

$537,786 represents the median annual revenue per site and was chosen as the

measure of central tendency used to split the sampie into two strata with an

approximately equal number of sites in each stratum.

7,544,

7,542.

The mean annual revenue for the large sites was $1,348,940. The standard

deviation was $930,351.
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Response of Postat Service Witness Norma B. Nieto
To Interrogatories Posed by OCA
The mean annual revenue for the small sites was $245,670. The standard

deviation was $149,923.

Assuming it is the data on annual revenue that is requested for the POS-One
sites, the mean revenue for all sites was $797,013. The standard deviation was

$864,918.

As stated in my “Purpose and Scope” section the purpose of my testimony was
to update the transaction time study which supported the estimation of
transaction supply side variabilities for window service caosts. The original
sampte selection, which consisted of 19 sites, was first introduced by the Postal
Service in Docket No. R97-1. In so far as | could determine, no party to that
proceeding criticized or took issue with the approach or the results. The
Commission accepted it without criticism or suggestion for improvement or
revision. The resulling varniabilities were used by both the Postal Service and the
Commission in Docket No. R2000-1, Docket No. R2001-1, and Docket No.
R2005-1. In none of those dockets did any party criticize or object to any part of
the analysis. Given this history, it seemed appropriate to adopt a similar sample
size. The sample size was increased because of the availability of additional data
collectors, and 3 offices were chosen from each of the 9 USPS areas to provide

equal geographic representation.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

The proportion of 2 large sites to 1 small site was chosen to balance the
considerations of maximizing the number of transactions observed with including
small offices. Including more large offices than small is likely to increase the
number of fransactions observed, but small offices were also included to account
for the possibility that they might have differences in transaction times despite
having fewer transactions per day. Note that the econometric analysis
recommended by Professor Bradley inciudes a site-specific categorical variable

for each office which accounts for possible size effects.



Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

OCA/USPS-T24-2. At the 27 sites for data collection, the Postal Service ultimately
obtained a total of 7915 observations, broken down between varieties of products.

(a)

Did you perform an analysis of the number of transaction observations needed
for each product in order {o determine whether the sample was statistically
representative? If your answer is affirmative, please provide the study. If your
answer is negative, please discuss in detail, indicating how such a study could be
conducted and why such a study was not conducted.

Are there any products in your sample for which the sample is not statistically
meaningful?

Response:

a.& b. No analysis of the number of transaction observations needed for each product

was performed, because the study was not designed to provide national
estimates of product-specific transaction times or product volumes. The notion of
“statistically representative” product observations is not well-defined in the
context of this update because many transactions contain muitiple products
Rather, the objective of the transaction time study was to create a database that
contained sufficient transactions to allow an update of the established transaction

time econometric model.
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Response of Postal Service Witness Norma B. Nieto
To interrogatories Posed by OCA

OCA/USPS-T24-3. This interrogatory requests information on the collection of time
information relative to transactions as discussed in Library Reference USPS-LR-L-78 at
page 10. You indicate that “...it was determined that data collectors could possibly
record either the start of an activity (transaction, or clerk moving away from the window)
or the end, since the recording of the beginning of a new activity was simultaneous with
the end of the previous activity, or vice versa.” In your testimony at page 6 you indicate
that data collectors recorded time of the customer approaching the window, time the
transaction began, and time the transaction ended.

(a) Please reconciie what appears to be conflicting information and please indicate
how time was recorded.

{(b)  If business were slow at a site and assuming that lime data were collected as
indicated in Library Reference USPS-LR-L-78, is there not the possibility that a
substantial amount of time would be recorded dunng which time the clerk was
simply awaiting the arrival of a customer? Please confirm that such time could
be a few seconds, with the casual arrival of customers or even a few minutes at a
slow time of day. If you do not confirm, please explain.

(c) How was waiting time between transactions recorded?

(d)  Was wailing time included as part of the measured time related lo transactions?
Please explain.

(e) You discussed the “walk” part of the transaction in your testimony on page 6. Is it
correct that the "walk” part of the transaction was included in some transactions
and not in others? Please explain.

(fn If the “walk” time, as identified in (e} or the waiting time, as identified in (b), were
included in transactions, is it possible that time for an identical transaction could
be significantly different from office to office—depending not upon type of
transaction but, rather, on office layout and level of patronage? Please explain.

Response:
a. The reference in USPS-LR-L-78 refers to the recording methodology options
tested during the pilot test. The reference in my testimony on page 6 correctly

describes the final methodology used to record time in the actual study.

b. Confirmed, that if indeed there was time waiting for customers, the study would

identify it as waiting time.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA
After each transaction ended, data collectors continued to observe the clerk
activities. If the clerk was waiting for a customer, the data collector then indicated
the activity as “Clerk Waiting for Customer” and recorded when the clerk stopped

waiting for a customer and began the next activity.

No. The purpose of the transaction time study was to construct a database
permitting an update of the econometric model of transaction time, thus any non-

transactional time was not relevant.

That is not correct. The “walk” part of the transaction was recorded for those
transactions in which the walk was long enough to allow a data collector to
record a separate measurement. However, the timé associated with the “walk”
part of the transaction was not included in the calcuiation of transaction time for

any transactions, for the reason discussed in part (d) above.

Yes, it is possible. However, neither the waiting time nor the walk time was

included in the transaction time.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

OCA/USPS-T24-4. The purpose of this interrogatory is to request additional information
concerning “nested” transactions, as discussed on page 11 of Library Reference USPS-
LR-L-78. Please list the number of nesled transactions retained and the number of
nested transactions deleted by product type.

Response:

The number of nested transactions retained was 133, and the number of nested
transactions which were not included in the final data set was 57. Producl type
information for the nested transactions that were not included is not available, because
they were not matched to the POS-data that provides the product-specific information.
The table below provides the product-type information for the nested transactions
retained. The counts provided in the table that follows indicate the number of
transactions in which that type of product was transacted, not the number of items of the

product that were sold.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by QCA

Stamps Bulk 15
Stamps Non-Bulk 1
First Class 23
Priority Mail ity
Express Mail 21
Parcel Post 5
Other Weigh & Rate

PVI 0
International 12
Money Order 7
Certified Mail 15
Insurance 9
Registered 2
Other Special Services 22
Stamped Envelopes 7
Retail Products 7
PO Box 0
Passport 0
General Services 1
Other 6
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

OCAJ/USPS-T24-5. The Postal Service gathered the transaction data during April and
May. Do you have any studies or experience to confirm that the postal transactions
occurring during these two months are representative of postal transactions for an entire
year? Please explain.

Response:

The goai of the study was not produce an estimate of total annual transactions by type
but rather to produce a dataset that permitted an update of the established transaction
time econometric model. Based upon the acceptance of the previous study which
underlies the established model, it was reasonabile to expect that a simitar but larger
data set would be sufficient for an update. In addition, prior to conducting the study, |
consulted with USPS Retail Operations experts to determine whether there were any
issues associated with the selected period of time. In order to minimize the potential
disruption of having data collectors visit post offices during tax time, the study was

conducted after April 15th.



Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

OCAJ/USPS-T24-6. For each type of product, please provide information on the number
of observations gathered and the number of observations that actually were in the
database.

Response:

The total number of transactions observed by the data collectors was 9,459. The total
number of observations that were in the database provided to wilness Bradley was
7,915. As described in my testimony and library references, product-specific
information for each transaction came from POS-ONE. The 1,535 transactions not
included in the final database were not included because they could not be matched
with the product information from the POS-ONE data. Because product information
could not be obtained, these transactions cannot be broken down by product type. The
requested product type information for the 7,915 transactions included in the database
can be found in the table below. Please note that transactions contain multiple products
and multiple quantities of products. The counts provided in the table that follows
indicate the number of transactions in which that type of product was transacted, not the

number of items of the product that were sold.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

Stamps Bulk

Stamps Non-Bulk 1278

First Class 1789

Priority Mail 1555

Express Mail 326

Parcel Post 295
QOther Weigh & Rate 162

PVl 114
International 3N

Money Order 862

Certified Mail 394
Insurance 316

Registered __16
Other Speciat Services 845

Stamped Envelopes 166
Retail Products 363
PO Box 86
Passporl 47

General Services _ 528

Other 443
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by OCA

OCAJUSPS-T24-7. For each focation and each day, please indicate the number of
clerks from whom transactions data were gathered.

Response:

The table below indicates number of clerks observed for each location per day. Note
that data collectors were assigned to registers, not clerks. In offices where clerks
switched between registers, the data collector remained at the designated reqgister.

LociD Day 1 Day 2
2303
4079
4881
20171
21799
27500
30283
30442
| 36211
39717
40832
69225
69759
70364
84745
85098
98456
| 107799
116806
118483
| 119685
119973
120905
123775
126721
127869

MNWRNWE WNOR=2RN 25NN WE EORER LR WONNWORN

NENIWEBE RN WRI= NN NWOWWIRNAN &N WK WM

| 128644




Response of Postal Service Witness Norma B. Nieto
To interrogatories Posed by OCA

OCAJUSPS-T24-8. One would expect that, in addition to processing transactions,
clerks also have other periods of time during which they may perform other tasks, take
breaks, or standby ready to serve. Was any of this time included in the transaction time
recorded in the study? Please explain.

Response:

No. The data collectors did record time associated with clerks performing other tasks,
taking breaks, or waiting for customers. However, none of the time associated with
these non-transactional activities was included as transaction time in the study or
provided to witness Bradley for inclusion in the update of the established econometric

model.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by the OCA

OCA/USPS-T24-9. The purpose of this interrogatory is to attempt to understand the
characteristics of window transactions as related tc site size. Your answer to
OCA/USPS-T24-6 indicates that 1535 transactions were not included in the final
database of 7915 transactions.

(a) How many of the 1535 transaclions were from small siles, and how many were
from large sites?

(b) Of the 7915 fransactions, how many of the {ransactions were from small sites,
and how many were from large sites?
Response

a. & b.See table below.

Strata Excluded Included
Large 980 6074
Small 555 1841
Total 1535 7915

Note that of the 555 excluded transactions from the Small strata, 235 came from a
single day/office and resulted from a one-time data upload malfunction in the POS-ONE
data warehouse. Outside this exception, the excluded transactions were evenly

distributed among the sites both large and small.
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Response of Postal Service Witness Norma B. Nieto
To Interrogatories Posed by the OCA

OCA/USPS-T24-10. The purpose of this interrogatory is to develop information
on whether the database is adequate for the analysis. Your answer to OCA/USPS-T24-
2 indicates that you did not perform an analysis of the number of transaction
observations needed for each product but that, "Rather, the objective of the transaction
time study was to create a database that contained sufficient transactions to allow an
update of the established transaction time econometric model.”

(a)
(b)

How did you determine that you had “sufficient transactions™?

Please explain the statistical methodology that you used to determine the
number of siles, the number of observations per site, and the stratification that
guaranteed a level of confidence (please state the level of confidence) that on a
product-by-product basis you had “sufficient transactions.”

Assuming that you had “n” types of transactions, with some transactions
containing single products and some transactions containing multiple products,
please explain how you would determine the number of observations required for
a statistically accurate sample.

Response:

a.

Since this study was an update of the transaction time study used to support the
estimation of the transaction supply side variabilities for window service costs
originally presented by the Postal Service in Docket No. R97-1, “sufficient
transactions” was defined as a number of transactions approximately equal to or
greater than the number of transactions used to estimate the transaction supply
side variabilities presented in Docket No. R97-1 and used by both the Postal
Service and the Commission in Docket No. R2000-1, Docket No. R2001-1, and

Docket No. R2005-1, which was 7,175 transactions.

No formal statistical methodology was used to guarantee a level of confidence at
the product-level as that was not a pre-specified objective in the study update.

Rather, as stated above, the objective for this transaction time study update was
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to obtain a number of transactions simiiar to that of the original transaction time
study presented by the Postal Service in Docket No. R97-1. As stated
previously, in so far as I could determine, no party to that proceeding criticized or
took issue with the approach or the results. The Commission accepted it without
criticism or suggestion for improvement or revision. The resulting variabilities
were used by both the Postal Service and the Commission in Docket No. R2000-
1, Docket No. R2001-1, and Docket No. R2005-1. In none of those dockels did
any party criticize or object to any part of the analysis. Given this history, it
seemed appropriate to adopt a similar study design and sampie size, and adjust
as necessary to reflect any operational changes since then. Listed below are the

elements of the study design reviewed.

1) Geographic Stratification of Sites — In the R97-1 study, the sample consisted

of offices selected from each of the ten USPS Areas. | consulted with experts in
Retail Operations to confirm that the Area was still the appropriate administrative
and geographic division for the purpose of this study. Since USPS now had nine
Areas instead of ten, the nine Areas were used as the starting point for selecting

the sites.

2} Number of Offices Sampled in Each Area — In the R97-1 study, the sample
consisted of two offices selected from each of the ten USPS Areas, for a total of
20 sampled offices. Again, because there were no criticisms or suggestions for

improvements in the sample size for the R97-1 study, two offices from each Area
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was used as the baseline. In order to allow for unforeseen issues, the sample
size was increased by one additional office per Area, which was the most the
sample couid be increased by given the availability of data collector resources

and the time available to complete the study.

3) Number of Days and Windows Observed Per Site — In the R37-1 study, the
sampling plan consisted of two data collectors observing for two days at each
office (with exceptions for one-window offices). Again, because there were no
criticisms or suggestions for improvements in the sampling plan for the R97-1
study, and consultations with Retail Operations experts did not necessitate any

changes, the same sampling plan was used in this study.

4) Size Stratification — In the R97-1 study, the stratification by office size was
based on the CAG designation as a proxy for office size. When the R97-1
transaction time study was conducted, POS-ONE had not been deployed, and
there existed various methods of conducting transactions, including the IRT
terminals and manual entry which were closely associated with the CAG (and
thus size) of the office. Because this study update would include only POS-ONE
terminal sites (which are by definition the largest offices as determined by annual
revenue) and due to the availability of revenue per site data from the POS-ONE
database, | instead used revenue per site as the indicator of office size. Please
refer to my response to QCA/USPS-T24-1, parts a. and h. for how strata and the

number of offices in each were selected.
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Without a definition of exactly what is meant by “statistically accurate” in the
context of the transaction supply side variability estimation model, i cannot
provide a response. However, if one simply wished to obtain a target level of
single and multiple transaction observations, one could calculate a historical
average of the number of single and multiple transactions per day for the
universe of offices, and estimate the number of office-days needed to obtain the
level of desired transactions, and add additional office-days to aliow for a desired

margin to allow for any data collection errors and other issues.
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OCA/USPS-T24-11. The purpose of this transaction is to develop data on the overall
activities at locations. In OCA/USPS-T24-7 you provide by location and day the number
of data collectors assigned to registers.

(a) Please indicate, by location and day, the total number of hours for which a data
collector collected data on transactions, including waiting times, breaks, and all other
activilies.

(b) Please provide, by location and day, the total number of hours for which non-
transactional time was measured, broken down by type of non-transactional activity.

Response:

a. Please refer to the Excel spreadsheet “AttachmentOCA11.xis” contained in

USPS-LR-L-159. Hours for multiple data coliectors on the same day are

combined.

b. Please refer to the Excel spreadsheet “AftachmentOCA11 xis” contained in
USPS-LR-L-159. As has been noted in my previous irnterrcgatory responses, the
data on activities other than transactions was not used by either myself or
witness Bradley. As such, this data has not been cleaned or validated. The main
purpose of collecting the non-transactional time data was to account for time

throughout the day, allowing for easier matching to the POS-data.

Because the data collector’s first priority was to coliect the transaction time data
by ensuring the observation of the beginning and the end of the customer
transaction, data collectors had discretion in assigning aclivity codes to non-

transactional time. Note also that data collectors did not record clerk breaks
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explicitly. Time associated with clerk breaks could be included in time for data

collectors breaks, or time recorded as Clerk Away from the Window.
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OCAJ/USPS-T24-12. The purpose of this interrogatory is to obtain data on "walk” time,
which appears to be an integral part of a transaction, given that a customer must walk to
a window to perform a transaction. Please turn to your response to OCA/USPS-T24-3,
where you indicate that “The “walk” part of the transaction was recorded for those
transactions in which the walk was long enough to allow a data collector to record a
separate measurement.” Please provide data for the “walk” part of the transaction for
each of the 7915 transactions, recognizing that in many cases the *walk” time will be
zero.

Response:

Please refer to the Excel spreadsheet “AttachmentOCA12 xIs” contained in USPS-LR-L-
159. This Excel spreadsheet contains the data originally provided in USPS-LR-L-79 as
WSCleanPOSData.xls with the walk time added as a column, with zeros indicating no

specific walk time was recorded for the transaction.
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CHAIRMAN OMAS: Is there any additicnal
written cross-examinaticn for Witness Nieto?

(No response.)

CHAIRMAN OMAS: This brings us to oral
cross-examination.

One participant requested coral cross-

examination, the Cffice of Consumer Advocate. Is

there any other participant whc would like to cross-

examine Witness Nieto?
{(No response.)
CHATIRMAN OMAS: There being none, Mr.

Richardson, you may begin.

MR. RICHARDSON: Thank you, Mr. Chairman.

I'm Ken Richardson from the Office of the Consumer

719

Advocate.
CROSS-EXAMINATION
BY MR. RICHARDSON:
o) Good morning, Ms. Nieto.
A Good morning.
Q I would like you to turn to your response CoO

our Interrogatory OCA/USPS-T-24-4. That discussed

nested window transactions. Do you have that in front
of you?

A Yes.

Q In that response you indicated that there

Heritage Reporting Corporation
(202) £28-4888
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were 133 nested transactions that we obtained and that
57 were ncot included in the final data set, which

would suggest there were 190 total nested window

transactions. Is that correct?
A Correct.
Q And so of 190 nested window transactions,

you did ncot include 57 of those?

A Correct.

Q Now, our arithmetic shows that’s about 30
percent, or I think more precisely 30.3 percent of the
nested transactions.

Now, in your view would that number be
considered a lot or a little number in terms of those
transactions dropped compared to the total?

A I think in regards tc the overall number of
transactions I would say that 57 is a small number of
transactions.

0 That it’s a small number to drop compared to
the total in terms of doing a statistical study